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The Annual Meeting of the Association was called to order 


by President Lloyd Morey at 9:00 A.M. at The Michigan Union. 


. The following members were present at sessions of the 


Association: 


Name Institution 
Lioyd Morey University of Illinois 


U.S. Smith 
Robert BE. Neff 


Indiana University 
Indiana University School 
of Medicine 


W.H. Bates 


State University of Iowa 
F.E. Humeston " " rT " 


D.H.e Peak University of Kentucky 
Shirley W. Smith - University of Michigan 
J.C. Christensen ar ase it Tenis 
Paul Buckley bani toad " 
ReA. Campbell ihe " " 

J. Fred Maulbetsch u u Ir 
Herbert P. Wagner 
W.L. Bulbick tt tt : 
O.E. Roszel " n " 


Chas. S. Reeves 
J.-H. Greve 


Office 
Comptroller 
Bursar 
Registrar 


Secretary 
Dept. Stores 
and Supplies 


Business Agent 


Secretary 
Asste Secy. & 
Pur, Agent 
Asst. Secy. 
Treasurer 
Asst. Pur.Agent 
Accountant 
Voucher Auditor 
Storekeeper - 
ASSt.Pur.Agent 
Traffic Clerk 
Inventory Clerk 


ae 
Name 


Albert J. Lobb 
C.G. Griswold 


Edward E. Brown 
Carl E. Steeb 
CGherles Ae Kuntz 


ReoM. Royer 
F.E. Jones 


FW. Graff 
M.E. McCaffrey 


B.C. Hulier 
Geo. F. Sheers 
Trevor Arnett 
HeJdJe- Thorkelson 


N.C. Plimpton 
John C. Dinsmore 


Danie] Lawrence 
C. Wilke 


H.H. Halladay 
J. Schepers 


John G. Gydmundsen 


University of Minnesota 
" i I 


University of Missouri 


Ohio State University 
"W t 


University of Texas 


University of Wisconsin 


University of Wyoming 


Carnegie Institute of. 


Technology, Pittsburgh 


General Education Board 
: 
University of Chicago 


University of Cincinnati 


Michigan Agricultural Coll. 


New York State College 


of Agriculture at Cornell 


Office 


Comptroller 
Asst. Comptrol: 


Business Menage 
Business Manage 
Comptroller 
Purchasing «ger 
Director, Store 
end Supplies 


Assistant to 
President 


Secretary of 
Regents 


Fiscal Agent 
Auditor 
Secretary 
Member of Steff 


AssistantAudito 
Purchasing Agen 


Business Manage: 
Clerk 


Secretary 
Asst. Secretary 


Chief Clerk 


The following new members were presented and, on een) 
made members of the Associations 


J-BeH. Martin 
L.E. Gunfeerson 


ieee see Seaton 
JeDe ror ps 


Fay E. Smith 


Indiana University 


University of Nebraska 


" st h 


Universi ty of Wisconsin 


University of Wyoming 


Asst. Bursar 


Finance Secre- 
tary and Bursar 
Operating Supt. 
&Pur,. Agent - 


Acting Business 
Secretary 


Secretary, Boaro 
of Trustees 
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The following members of other associations of business 


officers were present as guests of the Association: 


Name Institution | Office 
Edwin A. Burlingame Brown University Comptroller 
Geo. F. Rozalsky Cornell University Treasurer 
LeRoy E. Kimball New York University Bursar 
H.A. Vickers New Hampshire State College Business Serreta:: 
H.C. Edgerton . Dartmouth College | Treasurer 


President Morey welcomed the new members, outlining the .pur- 
pose of organization, the work come ccs) and calling attention 
to the organization of PISS associations of a similar nature. 

On motion, t the minutes of the meeting held at the State 
University of Iowa on May 6 and 7; 1921, copies of which had been 
“mailed to all members, were ATES 

| Letters and telegrams were read from several members who 
were unable to be present. 

The Executive Committee offered as a recommendation pe rist G 
the officers elected at this meeting have charge of tne 1925 meeting". 
Adopted. | | 

Under the subject of Torney Mr. Shirley W. Smith, 
Secretary of the University of Michigan, presented a paper on "Taxatiou 
in poeatecn to Educational Expense", which was followed by discussion. 

Mr. U.H. Smith, Bursar, Indiana Wave Be los presented a 
report on "Student Fees for 1921-22". | 

Adjourned for luncheon, at which President Burton, of the 
University of Michigan, welcomed the members as visitors to the Uni- 


versity. . 


tion 
of = 


President Burton commended the interest of the officers 
present in conferences of the kind of the meeting in progress, and 
spoke of the value of such ccnferences. He also spoke of the impor- 
tance of the work of the business and financial officers of universi 
ties, and the value of their service to university presidents. He 
reminded those present of the increasing scope of public higher edu- 
cation, and ofthe conseduent snereasing responsibility on all exec- 
utive and administrative officers connected therewith. His remarks 
were enthusiastically received. 

At 2:00 P.M. the Association met, pursuant to adjournment. 


President Morey appointed as a Nominating Committee the 


following: 
U.H. Smith Indiana University 
Bee Brown University of Missouri 
Carl E. Steeb Ohio State University 


President Morey appointed the following Committee to confe. 


on the place of next meeting: 


W.He Bates State University of Iowa 

Edwin A. Burlingame Brown University 

HA. Vickers New Hampshire State College 
LeRoy E. Kimball New York University 

J.C. Christensen University of Michigan 

Meh. McCaffrey University of Wisconsin 

H.C. Edgerton Dartmouth College 

Geo. F. Sheers Carnegie Institute of Technology 


Under the head of "University Business Organization cae 
Operation", Mr. A.d. Lobb, Comptroller, University of Minnesota, 
presented a paper on "Coordination of the University to State 
Government in Business Operation", which was followed by discussior 

Mr. Carl E. Steeb, Business Manager, Ohio State University, 


presented a paper on "Economies in Business Organization and Operatic 
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Mr. LE. Gunderson, Finance Secretary and Bursar, 
University of Nebraska, spoke briefly on difficulties relating 


to the State system followed at the University of Nebraska. 


Meeting adjourned to meet at 8:00 P.M. Friday evening. 


8:00 P.M. Fricay Evening 

Meeting called to order. 

Mr. Trevor Arnevt and Mr. H.J. Thorkelson, of the 
General Education, Board, led in the discussion of various educe- 
tional business problems. 

Vir. Edwin A. Burlingame, Comptroller of Brown University, 
extended greetings from the Easterr Association of Business Office: 
and explained the work of their Association. 

Mr. HA. Vickers, soeieee Secretary of New Hampshire 
State College, was present as the representative of the North- 
eastern Business Officers Association, and gave an outline of 
the plans of their Association. | 


Meeting adjourned to meet at 8:00 A.M. Saturday. 


8:00 A.M. Saturday, May 15, 1922 
Association met, pursuant to adjournment. 
Under the report of committees, the Executive Committee 
made an informal report on "Uniform Instructional Cost Accounting". 
Tt was moved and seconded that the report of the Committe> 
be accepted and the Committee continued and instructed to offer 


its services to the Committee of the National Association of State 


Universities, and to report back to this Association. Carried. 


President Morey reported that he had asked the Commit- 
tee on “Statistics of neces of Dormitories" to defer their 
report. | 

The Committee appointed to confer with the Association 
of Registrars wish reference to uniform registeation figures for 
cost accounting purposes made the following report: 

REPORT OF COMMITTEE ON STANDARD STUDENT 
ENROLLMENT STATISTICS ai 

The Committee appointed by the Association of Universit. 
and Gollege Business Officers at its annual meeting at Iowa City 
in May, 1921, to confer with a like committee of the Associction 
of Co: legiate Registrars for the purpose of determining, if 
possible, satisfactory enrollment statistics for use in connec- 
tion with financial statistics, begs leave to submit the follow- 
ing report: 

The Committee met at Chicago on March 3, 1922, at 
which meeting the following persons were present: N.C. Plimpton, 
Assistant Auditor of the University of Chicago, and J.-C. 
Christensen, Assistant Secretary of the University of Michigan, 
representing the Association of University and Colleges Business 
Officers, and W.D. Hiestand, Registrar of the University of 
Wisconsin, and Frederick L.Xerr, Registrar of Northwestern 
University, representing the Assootation of Collegiate Registrars . 
Absent, C.G. Griswold, Assistant Comptroller of the University 
of Minnesota, and J.-H. Bacon, Registrar of Kalamazoo College. 

After considerable discussion, it was agreed to be the 


sense of the Committee that for use in connection with finance 


gen! 


statistics, student enrollment should be considered from the 


semester snd term basis, 
Or normal enrollment for a semester, term or session. 
to the Committee 


of arriving ata 


normal attendance 


1. For reguler session, 
weeks after the opening of the 
or term should be taken as the 
and for the Summer Session the 


using as nearly as possible the average 


It seemec 


that at present, at least, the following methoc 


should be used: 


he enrollment four 
semester, quarter, 
normal enrollment, 
enrollment two 


weeks after the opening of the Session. 


2e All enrollments should be reduced to a full 
academic year basis using thirty-six WEGKS as an 
academic year. 

oe All short courses and part time students 
should be reduced to full academic year basis as 
above. 

Your Committee further recommends that the Registrars 
on sthe Committee should endeavor to enlist the assistance of 
the American Association of Collegiate Registrars in securing 
the publication in college and university catalogs of a sun- 
mary of student attendance by semesters, quarters, Summer 
sessions, etc., so as to give a complete picture of actual 
attendance at each institution. 

The foregoing report is submitted as an incomplete 
report with the suggestion that these investigations be con- 
tinued if agreeable to the Association of Collegiate Registrars. 

Respectfully SE 
| J.C. CHRISTENSEN 


N.C. PLIMPTON 
C.G. GRISWOLD 


Committee for the Associa- 
tion of University and 
College Business Officers. 


Ann Arbor, Michigan 
May 12, 1922 
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On motion, the report of the Committee was accepted 
and the Committee continued. 

The- Committee on Nomination of Officers made the 
following report: 


"The Committee on Nominations reports as follows: 


For President J.C.Christensen University of Michigan. 
For Vice President AeJ Lobb University. of Minnesota 
For Secretary .W.H. Bates State University of Iowa 


ULHs oOMETH 
_ CARL E. STEEB 
E.E. BROWN c 
COMMITTEE" 
On motion, the officers nominated were elected. 
Moved and seconded that the Executive Committee be 
‘.empowered to prepare and have charge of the program of the 
next meeting. 7 
Invitations were extended by the following institutions 
for next year's meeting: | 
University of Colorado by F.N. Wolcott . 


- University of Cincinnati by Daniel Lawrence . 


Ohio State University by Carl Ee Steeb 
University of Wisconsin by M.E. McCaffrey 
Carnegie Institute by Geo. F. Sheers 


A report was had from the €Gommittee appointed to con- 
fer on place of next meeting. 

Moved and seconded that the Executive Committee be 
empowered to ast eatin te and arrange for next place of meeting. 


Carried. 


Jt 
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‘Moved and seconded that the plan of affiliation with 
other. organizations, adopted last year, include also other 
similar organizations. 

| The Secretary: was asked to arrange with secretaries 
of other organizations for exchenge of papers. 
| ‘Under: the head of pocount ing Methods and Problems" 
Mr. N.C. Plimpton, -s: S istont Auditor, University of Chicago, 
presented a paper on "The Uni versity Balance Sheet". 

ie Lioya Morey, Comptroller, University of Tllinois, 
peecect charts and grapns | used for administrative purposes, 
which was followed ‘by discussion. | 7 

The following: resolution was presented by Carl Ee 
_ Steeb: | 

"RESOLVED, That the members of this 
Rega Eade record their ‘thanks and ae eA arse 
oe our very ‘faithful and competent Secretary, 
Mr. Bates, fornia splendid services, with especial 
reference to his excellent work in having the pro- 
“ceedings of the last meeting mimeographed, bound 
a6 sent to each member of the Association." » 
- Adopted. | P | 

The following resolution was offered by Mr. C.G. 
Griswold of the University of Minnesota: 

"RESOLVED, That a vote of thanks be extended 
to eae representatives of the University of Michigan 
for the courtesies extended and the many evidences 
of their plans ate the successful meeting." 


. Adopted ® 


Heyyy 


Meeting adjourned for luncheon at the Barton Hill 
Country Cluc, where President Emeritus Hutchins addressed the 
members . 


Adjourned. 


LLOYD MOREY, President 


W.H. BATES, Secretary 


TAXATION AND EDUCATION 
(Notes presented before a Meeting of 
the Association of University and 
- College Business Officers, held at 
Ann Arbor, Michigan; May 12, 1922, 
by Shirley W. Smith, Secretary of 
the University of Michigan.) 


Following the ere of reckless spending resultant from 
the War when with ae truth than frequently lies in generalities 
it might be said that neither government nor individual stopped 
to ask the price, we have come into a sharp reaction. The voice 
of the tax payer is again heard in the land, and L625 2. V0LCe 
filled with all the old-time wrath and vigor. | 

I should like to emphasize again for a moment that 
word "old-time". Men have never paid taxes cheerfully, except 
perhaps now and then during a os Gantiont a ean ees like a 
war. Your memory nor mine, nor the memories of our grandfathers 
were they still actively reminiscent run back to days when taxes 
were not “unbearabie". The Ethiopian may change his skin and 
the ican his spots, but the song of the citizen PTE tax 
bill sharces not. I mention this fact of history and human na-~- 
ture lest we think of the present complaint of high taxes as 
wholly a new phenomenon and neat it at its face value. Un- 
doubtedly taxes are Regs but the proof lies elsewhere than in 
the outcry. 

' Neither is the nor eonee TREN a new complaint. Nev- 
ertheless it is true that the greatly increased disbursements for 


education in the past very few years, and the truly immense sums 


rida ee 
involved, do give to educational expenditures a prominence that 


attracts the attention of numerous agencies, both public and 
more or less private, that ere very properly endeavoring nowa- 
days to deflate tax rolls. In Great Britein, about ninety days 
ago, the report of a ore oe headed by Sir Eric Geddes and 
Lord Inchcape "to make proposals for most advantageous retrench- 
ments” recommended steps in education that the Manchester Guard= 
ian characterized as meaning "Back to 1870". These included re- 
auction of public support for all education, primary, secondary, 
ean higher. with express contraction of opportunity for free or 
SOrretrae Cacia Teachers' salaries and pensions will be 
marked down, if these recommendations are vitalized. The report 
is particularly Significant in its implied regret that "the con- 
dition of things when taxes and local rates were drawn on only. 
to pay for phe Bionentee education of the children of the work- 
fits ieee ys been abendonea™ It contends that "children-. 
whose mental capabilities do not justify higher education have 
been receiving it”, t will refer to this theory later in these 
remarks, ona si only mention the Geddes report at this point to 
illustrate a aan of the times that is not confined to England 
but is seen in shotneee ere of numerous American communities. 
«In this paper I wish to consider this problem as it is 
illustrated ina homogeneous group of american states. I am 
sorry that I cannot present data for all the states represented 
| within our Association, and that in some respects the data pre- 


sented must relate to Michigan only. In each case, however, I 


ae 
believe the matter presented is essentially typical, and I hope 
it may be in some degree suggestive and helpful. 

I offer five propositions, the first of which is:- 

(1) Of the great increase in taxes levied and collected 
by the states and their sub-municipalities in recent years, the 
greater portion ee ies. both in amount and in percentage, has 
been voted directly by the people, or has been voted directly by 
their local representatives for local use. The important feature 
of this fact is that the vast bulk of the taxes has not been im- 
posed but assumed by direct choice. | 

Using Michigan as an edstre tion the developments. 
of the past fourteen years are shown on the accompanying blue- 
print. In 1907 the people of this state paid total taxes in 
round figures of $28,852,509. In fourteen years the annual pay- 
ment has increased to the tremendous extent involved in a total 
of $158, 368, 500, a growth of 449%. More than one-half of this 
increase has come about in the last three years of the fourteen 
year period. It is no wonder that such great increases have 
aroused public attention. 

These totals are grouped on the chart into four divi~ 
Sions, three of which, namely, school taxes, county taxes, and 
city, village, ana township taxes, are either voted directly by 
the people themselves or are voted by their local representatives 
in their plain view and within the range of their direct, immedi- 
ate influence. The remaining, fourth class, the state taxes, are 


voted at the state capital by representatives who are away from 


#14. | 
home, and perhaps, therefore, to a less degree vibrantly respon- 


ive to the desires of those they represent. Yet in Michigan, 
as an illustrative community, the state tax Suen to be voted 
with much greater reluctance than the local levies. In 1907 it 
was 16.9% of the total levy and third in amount among the four 
classes of taxes. In 1921 it had dropped to fourth, and last 
place as an element of the public expense, with a relative per- 
centage of 12.9. Thus only about one dollar in every eight of 
the direct property tax in this state is levied elsewhere than 
locally by the people themselves.. At the end of the fourteen 
year period local municipal taxes still lead the grand total, . 
but by a smaller percentage, while the schools and the county 
governments had each proportionately increased in, costs. 

The total taxation in Michigan increased as stated a- 
bove in the period from 1907 to 1921 inclusive by 449%. Two 
groups of taxes increased at more than this percentage of gain, 
the county taxes, which increased by 546%, and the school taxes, 
which increased by 636%. There are modifying features in con- 
nection with this school tex increase, which will be mentioned 
later. In amounts these two groups fall between the local taxes, 
which are about 43% of Mee toal in 1921, and which in the four- 
teen year period increased by 386%, and the taxes levied by the 
state legislature, which ee but 12.9% of the total in 1921, and 
which increased by the comparatively small percentage of 318%. 
Thus the taxes which the people themselves, or their direct, lo- 
cal,. tangible representatives voted for expenditures at home were 


almost seven times. greater in ameunt in 1921 than the taxes im- 


~ 
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posed through the legislature. Moreover, through the fourteen 
year period the- percentage of increase of these local taxes has 
been constantly greater; the curve representing them has stead- 
ily widened the angle between it and the curve representing: the 
state tax. In Michigan at least,-and there is no reason to 
doubt that the same is true in other states,- if there has been 
any over-generosity or extravagance in voting public funds, it 
has been in far larger measure by the direct act of the people 
themselves than by act of the representatives they send to the 
state capital, outside their direct sphere of influence. The 
importance of this fact lies in.the truth that the peopie are 
willing to pay for those benefits which they actually realize to 
be benefits. 

It should be borne in mind in consideration of all the 
startling figures presented above relative to the increase in tax- 
ation that the state has steadily grown richer. Its assessed val- 
uation has gone up from $1,654,371,892 in 1907 to $5,483,535,114 
in 1921. While this increase of 2313% represents, of course, in 
‘some degree assessments at nearer cash value than in earlier years, 
nevertheless it cannot be doubted that the state’s farm ‘lands, its 
industrial wealth, and its capital in general have grown amazingly 
-during this period. Figures which will be quoted hereafter re- 
cording the increase of savings bank deposits will further indicate 
this truth. 

(2) My second proposition is:- 

-The taxes paid while heavy have not been, as so often 


alleged, beyond our ability to pay, as measured either by the accu- 


ir le 

mulation of wealth or by the contemporaneous purchase of Lux- 
uries. Note in particular that I am not considering here in 
any respect the question whether the burden of taxation is e6g- 
uitably distributed; I am speaking only of totals, including to- 
tal ability to pay. 

In the period of thirteen years, 1908 to 1921 inclu- 
sive, Michigan state Savings bank deposits have increased by 
252%, from $137,811,000 in 1908 to $485,617,000 in 1921, an av- 
erage gain for the period of about 10 1/3% per annum compound 
interest. These figures are exclusive of the savings deposits 
and time deposits of the national banks. | 

Savings bank deposits in general represent not only 
(a) accumalations but (b) accumulations awaiting investment at 
an attractive interest rate. Looked at from either angle, there- 
fore, they represent gain,- they indicate gains in process, and 
they suggest all those gains which each year by investment be- 
come permanent additions to capital. While Michigan has been 
very prosperous, there is no reason to doubt that tiesiGutee 
for this state are typical in great degree for the average state 
in the Union, especially in our north central section. 

Nor have these accumulations been made at the expense 
of hard self-denial. The very mention of the phrase must cause 
@ smile when one thinks of the vast sums that we the sovereign 
American people in our royal private capacity disburse for thines 
which neither Solomon in all his glory nor Ben jamin Franklin in 
all his hortatory thrift ever dreamed of. The tabulation attached 


hereto indicates expenditures in a typical group of our states for 


rac Bg 

luxuries, aS compared with what we svend from sublic funds for 
education. These figures giving the cost of luxuries are based 
on the proportion of the population of each of the states in- 
volved to the total population of the country, this vrovortion 
being applied as & percentage to total exvenditures in the United 
States for the comnodity or surpose specified. The estimates for 
total spendings for tobacco and its manufectvures and concomitants, 
for personal adornment, including Agaieete perfumes, and jewelry, 
and amusements ere from the Congressional Record, (March 17, 1922, 
page 4482, speech by Congressman Kahn). Estimates for spendings 
for candy and gum, sodas and soft drinks, and for new automobiles 
and pleasure automobiling are from Walter Renton Ingalls& "Wealth 
and Income of the american People" published this year. The esti- 
mated exvenditures for the entire country are, I understand, based 
on manufacturer's prices, and are, I believe, as reasonable as 
such estimates can be expected to be, The anportionment to the 
several states on bases of population is of course mere "theory," 
and the figures must not be regarded as accurate comparisons ve- 
tween states. But it cannot be denied thet the tabulations give 
& very moderate idee of the enormous sums thet we as 2 people are 
ready to hand out for things we desire whether we need them or not. 

Far be it from me to pose as a killjoy. I contribute 
for myself and femily to each of the severel luxury columns and do 
not count myself foolish in so doing, but I do maintain that so 
long as our exoenditures show such totals for pleasures and various 
dispensabilities, we cannot reasonably contend that we are taxed 


to death. If we are, and yet have money and time for all of these, 
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Oh death, where is thy sting! 

(3) For my third and fourth propositiomI must for lack 
of data from other states take Michigan as typical. Itis 
often maintained in Michigan that the great increase in taxation 
is due to the overbalancing increase in the eoencanes for ed- 
ucation. We have a tax system in Michigan which is not duplicated 
elsewhere, I believe, in that most of our public service corpor= 
ations are taxed through the so-called "primary school fund" and 
do not contribute to the general property tax, which latter only 
is considered in the blueprint and other tabulations above men=— 
tioned. The principal contributors to the waceae school fund 
are the railroads and the telephone and telegraph companies. In- 
surance and inheritance taxes also go into this fund. In 1908 
{ the figures for 1907 are not available) the proceeds of the pri- 
mary school fund were $4,539,000, and 1921 $10,537,628.81. These 
collections all go to the public schools. Therefore, while it is 
true that the amount reised by general taxation for the schools 
has increased as shown by the chart from $6,199,000 in 1907 to 
$45,633,000 in 1921, an increase of 636%, the amount actually 
spent by the schools in the first year of the yeriod, obtained by 
adding the orimary school fund to the generel vroperty tax for 
schools, was $10,559,000; the amount actually spent in the year 
closing the period, obtained by the same process was #56 171,000, 
an increase of #45 612,000 or 432%, nee is but little above the 
percentage increase in the entire tax collections of the state 
(432% as compared with the 409%). Therefore expenditures for ed- 


ucation have not advanced in this state, much, if any, more rapid- 





EXPENDIT 


Tobacco etc. — 
Candy & Gum 
Sodas & Soft D 
*Personal Adorn 
Amuserents 
Total above 

5 classes 


New Autos 


Expenditures 
for pleasure 
automobiling 


Education 
Portion of 


above for 


higher educati 


Total General 
Property Taxes 


Federal taxes 
paid 1921 


Federal taxes 
paid 1920 





*Including pi 
**1920 
#** $91, 359, 000 





EXPENDITURES IN CERTAIN STATES, 1921 FOR LUXURIES AND FOR EDUCATION, AND AMOUNTS OF TAXATION IN SAME STATES 




















Michigan Ohio Indiana Illinois = Wisconsin — Minnesota = _ Iowa 
Tobacco etc. $39,324,000 : $62,499,000 :. 1, 768, as ;. #70, 556,000 : $28: 545,000 : $25,897,000 : $26, 013,000 
Candy & Gun & 650, 000 :. 13,575, 000 ~~ #3 é; $000 ¢ 15,325,000 ; 6,200 ,OGUEsS * 625, 000 : 5, 650, 000 
Sodas & Soft Drinks. 19, 95,000 Sasa pore. GoUr: 2 0, +00 : 39,248, 000 : 1h. 560 000 : 13° 937, COU ee ke 995, 000 
*Personal Adornments 33,181,000 : Pe rolaaes : : g, 5000 : 5&, nioyeOoe 000 : 23, 183» 000 3: 215577,000 =: 21 673,000 
puusements 1,036,000 : , 07,000 b 900 : 23°26 000 : 20,182,000 : 20,272,000 
otal above 3 | : | pe 
5 classes 132,586,000 : 208,077,000 : : 105,765, 000 234,902,000 : 95,034,000 : 46,218,000 : 86,603,000 
New Autos ss, 950,000 : 40,725,000 : 20,700,000: 4 > 18,600,000 : 16.4 SB 
Expenditures ae ; : : : on 
for pleasure 103,600,000 : 162,900,000 : 82,800,000 : 183,900,000 : 74,400,000 : 67,500,000 : 67,800,000 
Education 64,700,000 = &4,009,000 * 58,313,000 : 101,250,000 : 43,200,000 : 56,588,000 : 60,000, 000 
Portion of 2 ¢ : : ~ : 
above for 4,871,000 : 3,768,000 : 2,750,000: 3,250,000: 6,700,000: 4,225,000 : 
higher education rf : : : . : 
. : Sri di se : : 
Total General = a - ° ° * 
pees Taxes mat 158, 388,567 : 211,269,990 114, 640, 000 : 214,145,617 : 108,594,683 : 115,391,096 : 
Federal taxes : : : : : : 
paid 1921 272,394,285 Sa 72,158,446 : 383,924,965 : 74,309,939 : 77, 722,155 : 37,745, 746 
Federal taxes : : : 
paid 1920 aea7e 90; 069 : 3135 THT, O85 74, 586, mane : Wes, 728,292 : 93,512,768 : 77,598,716 : 40,312,565 
: : | : oe 
*Including perfumes, So SARL and “ewelry. 
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ly than the general rate of taxation has advanced. There is no 
reason to doubt that this proposition would be equally true in 
all the others of our group. 

(4) My fourth proposition is this:- 

In Michigan the proportionate amount spent out of taxes 
for higher education is moderate; higher education is not absorb- 
ing an undue share either of the expense for education in general, 
or of the total expenditures for government purposes. As the 
states in this section of the country have been in generel keeping 
pace with one another, and as the legislatures and people of this 
state have in recent years been increasingly generous with their 
higher institutions, it follows that what is true in Michigan in 
this respect must be typicel. and conclusive with respect to the 
present proposition. 

ie ‘The total taxes paid by Michigan persons, individual 
and corporate, in 1921 were as follows: General property tax 
$158,388,000, primary school fund $10,538,000, the so-called 
"corporation tax" collected for the first time in 1921, $5,000,000, 
and federal tax collections $272,394,000, or a grand total of 
$446, 320,000. In comparison with this total sax bill for a year 
there was spent from public funds during the last fiscal year for 
which reports are available (1920) the sum of $4,871,000 for high- 
er education. This is 1 1/10% Saitnei to tal tax baila is this an 
exhorbi tant proportion ‘for a vital purpose? For education in gen- 
eral, in 1921, the expenditures were approximately $65,000,000, or 
14 3/5% of the total paid in taxes of all forms. 


In Ohio the total tax dill was, including federal taxes 
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of $285 ,668,533, $496,928,000. The total exvenditures for higher 


education in Ohio were $3,768,000, or about three-fourths of one 
percent. For educationai purposes of all sorts Ohio spent 
$84,009,000 or 17%. Are these percentages extravagant, either as 
related to tne total expenditures for government, or as between 
higher education and that of Arimenky and secondary grade. 

In Illinois state taxes (using 1920 figures) plus fed- 
eral taxes of $388,924,965, total $603,070,582. For higher edu- 
cation expenses were $3,250,000, a trifle over one-half of one 
percent. For all educational purposes $101, 250,000, about 16 4/5%. 

In Wisconsin state taxes, inciuding the state income 
tax of $11,359,000, amounted to $108,595,000. Adding to this feda- 
eral tares of $74,310,000 gives a total tax bill in Wisconsin of 
$182,905,000. For higher education this state expended $6, 700 ,000, 
a little less than 3 2/2% of the total, for education in general 
$48,200,000, or 26 3/10% of the total: abel 

In Indiana state plus federal taxes of $78,158,000 give 
a total of $192, 798,000, and the comparative bill for higher ed- 
ucation was $2,750,000, or 1.43%, and for education as a whole 
$58,313,000, or 30%. 
| _ In Minnesota the total tax, including federal taxes of 
$77,722,000, was $193,113,000. For higher education Minnesota 
spent $4,225,000 about 2 1/5%, and for education in general 
$56,588,000 about 29 1/3%. 

The Towa figures are not available. 

I repeat what was said above namely that these figures 


must be taken as indicative and in no sense as precise. I believe, 


chp 


however, that they do indicate conclusively that these states, 
typical of the best American communities, while they are spend- 
ing vast sums for higher education, cannot be accused of devot- 
ing to this purpose an inordinate proportion of the total which 
they pay for the cost of government. 

My final proposition is stated as a question and will 
be discussed largely in the form of questions, which the individ- 
ual may answer for himself. The proposition is this:- 

The great American experiment in democratic education 
is not yet worked out to completion; are we ready to pronounce 
it a definite and determined failure, or to announce what is es- 
sentially the same decision by giving up the problem as uninterest- 
ing or insoluble? ‘The free school idea is in fact America's cone. 
tribution to the world. The free school idea as a fact is not 
yet a century old. Horace Mann and Henry Barnard did not begin 
their true cafteers until about 1835, and in 1842 Mr. Barnard was 
legislated out of office in Connecticut, and his work was seeming~ 
ly reduced to final ruin about him. It was later than this that 
a Rhode Island farmer threatened to shoot him “if he ever found 
_him on his property advocating such heresy as the partial con~ 
'fiscation of one man's property to educate another men's child”. 

It was as late as 1837 that an Indiana legislature re- 
pealed the ae which had made a feeble beginning toward state tax 
supperted schocls and left the idea impotent. until 1849. A mem- 
ber of this legislature declaimed his hope that his public serv- 
ices might be commemorated to posterity .by the epitaph, "Here 


lies an enemy to free schools." 
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At a general meeting oi mechenics and workingmen held 
in New York City. in 1829 it was 


Resolved, that next to life and liberty, we consid- 
er education the greatest blessing bestowed upon mankind. 

Resolved, that the public funds should be appropri- 
ated (to a reasonable extent) to the purpose of educa= 
tion upon a system that shall insure the opportunity to 
every individual of obtaining a competent education be- 
fore he shall have arrived at the age of maturity. 


A year later in 1830 the Workingmen's Party of Philad- 
elphia included, as the first plank in its platform the follow- 
ing resolution: - 


Resolved, that the time has errived when it becomes 
the paramount duty of every friend to the happiness and 
freedom of man to promote a system of education that 
shall embrace equally all the children of the state, of 
every rank and condition. 


In the same year at a Boston meeting of the "Workingmen, 
Mechanics, and others friendly to their interests” it was 


Resolved, that the establishment of a liberal sys- 
tem of education, attainable by all, should be among 
the first efforts of every lawgiver who desires the con- 
tinuance of our national independence. 


In 1638 an address to the people of New Jersey by a Com- 
mittee of “Friends of Free Schools" stated: - 


‘We utterly repudiate as unworthy, not of freemen 
only, but of men, the narrow notion that there is to 
be an education for the poor as suche Has God provided 
for the poor a coarser earth, a thinner air, a paler 
sky? Does not the glorious sun pour down his golden 
flood as cheerily on the poor man's hovel as upon the 
rich man's palace? Have not the cotter's ¢hildren as 
keen a’ sense of all the freshness, verdure, fragrance, 
melody, and beauty of luxuriant nature as the pale sons. 
of kings? Or is it on the mind that God has stemped 
the imprint ofa baser birth, so that the poor man's 
child knows with an inborn certainty that his lot is 
to crawl, not climb? It is not so, God has not done 
it. Man cannot do it. Mind is immortal. Mind is im- 
perial. It bears no mark of high or low, of rich or 
poor. It asks but freedom. It requires but light. 
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Only during the last seventy-five years approximately 
has the free school with its equal opportunity for all been in 
working operation, and the first of the state universities 
which crown and in great part animate. the public school system 
is but eighty years old. | 

With allthe faults which can possibly be impuced to 
our public school system, from primary school to university, has 
democracy anything better to substitute for it? Is there any oth- 
er organization within sight even of the most imaginative that 
promises better to develop the abilities, the minds, and the souls 
of those upon whom our civilization rests? The private school 
admittedly often has “superior advantages” in the way of buildings 
and eqvipment, in more carefully selected and better-paid teaching 
staff, and also in the home background of its students. Can these 
compensate our civilization for the loss suffered by private 
school students of active touch with an understanding of the rank 
and file of their contemporary citizenry? Can this great mass | 
of citizenry, can the states themselves, and the Republic itself, 
afford to have these superior advantages concentrated in the hands 
of the well-to-do? Should some of our present tendencies toward 
private school superiority end private school patronage persist 
to their logicel ee iteicne either in primary, secondary, or ne 
versity grade, wherein would the resultant condition differ essen- 
tially from the contrasting private and pauper schools of a hun- 
dred years ago? | } 

I, for one, do not believe that our civilization can at- 


for to depart from the principle that the poorest boy or girl shall 
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have at his disposal the training that will best develop such in- 
born talent as he may have for bearing his measure of responsibil- 
ity for the service of civilization. “hf-thse poor ana needy re- 
sented such a condition as existed a hundred years ago, how much 
more will they fight to the last rather than have taken from them 
and their children the opportunities which during the last seventy: 
five years they have enjoyedt Even the luxury of yesterday become ¢ 
the necessity of today. How much more does the unrecognized ne- 
cessity of yesterday, once it has been in possession and use become 
today the inalienable right of liberty end happiness, scarcely less 
precious than life itself. | 
Now if it be admitted that the principle of free educa- 
tion is to persist, shall it be maintained that somewhere up or 
down the long scale that measures modern education there is to be 
drawn a line above which only those who are able to pay its cost 
may ascend? f so, where shall this line be arava? By whom shall 
it be drawn? By whom defended? If it is to be drawn, but with. 
gates through it for exceptional cases, by what omniscience sat- 
isfoctory to the public shall it be interpreted? If it is hard to 
cast out of the American college or University the student who has 
failed in the opinion of the authorities to make proper use of his 
opoortunities, how much more difficult to shut the door of opportu 
nity without even a trial? Unquestionably one of the powerful in- 
fluences in reconciling many of our citizens to ow present polit- 
ical economy and government with all its inequalities, making ther 
willing to await the correction of ill by the process of times 


which they will never live to see, is the fact that .the opportuni - 


ties open to their children will enable them to see realized in 
those lives, hopes which have been blasted in their own. If the 
door of such opportunity is to be chosed, we may well prepere for 
an unrest and an upheaval in this country thet will satisfy the 
most Bolshevik of our radicals. | 
There are two more questions that suggest themselves: 

In the present state of the public mind and its prophecy of the 

future, is it believable that the peovle of our country will in 
the last analysis put their trust in any educational agency so 
fully and so completely as in their own system of schools, estab- 
lished, paid for, and maintained by them and responsible to them’ 
And finally, will any necessary cost thereof be accounted by them 


as too great to pay? 
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CO-ORDINATION @ THE UNIVERSITY TO STATE GOVERNMENT 


IN BUSINESS OPERATION 
By Mre AeJde Lobb, Comptroller, 
University of Minnesota. 

) Eech state university is now an integral part of the 
educational system of the commonweelth. Privately endowed insti- 
tutions once dominated higher education in America. Many members 
of our faculties are still trained in these splendid nonspublic 
institutions. There is a freedom of action, an unaccountaébility 
to the public in the endowed university that can never be charac- 
teristic of the state university. A state university is but one 
of the servants of a growing .and somewhat impatient demooracy. | 
Dependent upon oe Legislature for much of its revenue, governed 
by elected ee appointed trustees,every state university is, and 
should be, responsible at -all times to the voters. Accountability 
must be accepted, but no institution should be hampered, embarrass- 
ed or needlessly burdened in the conduct of its business affairs, 
The introduction of the scientific, technical and professional 
Ediiies has made the purchases of educational institutions very 
different than in the days wnen books, maps and a few scientific 
instruments constituted the educational supplies of the daye A 
delay of three months was not critical a generation ago; today 
mary emergency piacheaets arise and demand immediate action. Teacher 
and jenitor once virtually constituted the classification of employ=- 
eeSe Now we have technicians, mechanics, scientific workers, 
librarians, nurses, statisticians, clerks, stenographers, labora- 
ony assistants, research assistants, instrument men, and all the 


various physical plant employees that are characteristic of a great 


re 


industrial plant. Our hospitals operate 365 days a year. Summer 
schools ard extension teaching have made our universities all year | 
instit utions. We are no longer limited to a single campus, but the 
far-flung activities of the university reach out to every county 
of the state. it is not merely a matter of size; the odien teens 
functions of our universities have so changed that any. attempt to 
govern them in a manner possible a generation ago is now impractical. 
This is by no means to express the .statement I heard 2 legislator 
make at a recent legislative session: "The University is becoming 
more powerful than the state; something mst be dons to curtail it 
now or the Legislature will soon be helpless." There is no ques- 
tion of power, lack of cooperation, or accountability. Iteis 
short-sighted, needless and futile to antagonize legislatures or 
executives. The momentum of our educational institutions is such 
that a. little patience and time will overcome obstacles that might 
remain barriers if friction and open opposition is developed. 

It is not surprising .that bills are introduced in a number 
of legislatures to establish a central buying.agency. This step 
has resulted in more economical buying and asimplified procedure 
for institutions having the custody of delinquents, dependents and 
defectives. Like civil service, it grew ott of abuses and was 
an answer tq © real need. The cause of good government and effi= 
ciency in administration was served by these changes. Nevertheless, 
a continued attempt to make the university subject to rules and. 
regulations that apply to charitable and correctional institutions 
may lead to serious inconvenience and loss to our universities. | 

The following table shows in tabulated form the present 


regulations and practice in the thirteen states replying to 9 
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Apparently state officers in all cases invest the per- 


Le 


manent funds. 


Ze 


Supplies for normal schools and school of mines purchased 


by state board. 


Oe Except coal and lampse rity AV > ie 


ae oy | 
Apparently Wisconsin, Itdtimots and Minnesota have 
carried the idea of depositing receipts in the state treasury 
further than any of the other states. At Minnesota, all receipts 
other than those of the athletic association, are deposited in the 
state treasury. This means income from tuition, sales, service 
enterprises, tmust funds and miscellaneous receipts. Approximately 
two million dollars per year of such receipts are deposited in the 
state treasury. ‘This includes farm sales and dormitory and 
dining hall receipts at agricultural substations several hundreds 
of miles from the capital. A contingent fund of 640,000 is pro- 
vided, and this enables the university to pay pills promptly, 
taking advantage of discounts, special abstracts can be sent to 
the State Auditor and payments made in this manner. The coopera- 
tion of the state officers is such that no unusual delay or incon- 
venience is experienced. Considerably over two millions of trust 
funds are in the joint custody of eneeavate Treasurer and the Uni- 
versity. Coupons are clipped under joint seuieeerienen All col- 
lections and investments are made by the University alone. Yet 
the present arrangement is quite satisfactory. Apparently the 
only restriction on the investment of- trust funds of the state 
universities is as to the type of investment and adv soxyunemeee 

of Reveeen state boardse Most universities purchase their sup-= 


lies. Coal, printing, electric lamps are in a number of in- 


‘oO 


stances purchased by a central state agency. Prison or other 
state institutional work is not forced upon the universities. 
Furniture, screens tamd other equipment is voluntarily purchased 


from state institutions in a number of cases. Where satisfactory 
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material can be obtained, this method should be encouraged. 


Minnesota recently established a state flour mill, and its offi- 
cers apparently thought they had provided by statute for the use 
of its product by all state institutions, including the university. 
Fortunately, the statute establishing the state experimental mill 
referred to an earlier statute which had been amended removing the 
university from its provisions. 

At the present time few of the states require receipts 
in advance for the payment of supplies. Civil service laws apply 
to five of the state. universities menonmetnee Those states havin’ 
no civil service rules, are all satisfied, and so are several of th: 
institutions under civil service. ‘The expkanation may be that 
although civil. service rules apply to certain institutions, posi- 
‘tions are easily removed from the classified lists. The report 
from one institution operating under civil service states: “Wivil 
service brings a distinct handicap to an wave eradal institution — 
already ope rating under a2 merit system, as is susual in the case of 
universities, and brings no advantage." | . 

Judging by the Pepopes from the questionnaire sent out, 
no university is materially embarrassed by any system of auditing 
or uniform system of accounting. Yet little is gained by forcing 
these institutions to make a report on the same basis as that of 
the state penitentiary. The real substantial difficulty that 
confronts certain universities is the possibility of the establish- 
ment of a single state purchasing office. I believe the *¢rue sit 
ation is well expressed in the statement received on one of the 


questionnaires: 
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"In the judgment of the University, the requirements of 
the University are so large and so distinctive that a University 
purchasing department will render better service, and at just as 
low a cost, as a central state department can rendaér to the Univer- 
sity, and with more intelligence and ssatisfaction to the Universi: 
departments. However, in all items of general supplies needed by 
both, there should be co-operation. No central state purchasing 
_Oretbinanciet officer should have authority to determine wnether the 
University should make a certain expenditure, provided that the 
expenditure is legal." | 

The essential facts are that: 

1. State universities are different in function and in 
the nature of material needed from most of the other state insti- 
tutions. 

2. They are sufficiently large to maintain their own pur- 
chasing officers hee attendant advantage of more intelligent 
buying e 

3e Cooperation between the central state agency and the 
university purchasing office should be encouraged on aay items 
which can be advantageously purahased through a central office. 

4 The decision as to whether a legal purchase is to be 
made is solely a question for the university governing body. 

The exact status of a number of our state universities 
is sometimes overlooked. Several of them were created by terri-~ 
torial acts approved by the Federal Congress before the states 
came into existence. Their existence was established independently 
of the state, and the authority of the Board of Regents is co-ordi- 


naté with that of the state legislature. The supreme court of 


poe 


Michigan, in commenting upon this fact and in construing the Michi- 
gen constitution, stated: 

"Tt (the University) is made the highest form of juristic persor 
known to the law, a constitutional corporation of independent authoi- 
ity, which within the scope of its functions is co-ordinate and ¥ 
equal to that of the Legislature." (The Board of Regents V. 
Auditor 167 Mich. 444, 132 N.W. 1037). 

An interesting result of this independent entity created by 
territorial act and confirmed by state constitutions, is the 
Idaho case of State v. State Boardof Education, 33 Idaho Reports, 
415-6 The Board of Regents of the University of Idaho at a meeting 
on October 1, 1920, adopted a Paeciit on stating that 

"Whereas, under Article IX, Section 10, of. the constitution of 
the State of Idaho, the Board of Regents of the Universi ty of 
Idaho was given general supervision of the University and control 
and direction of all of the funds and appropriations to the Univer= 
sity subject only to such reasonable regulations as may be .preserib- 
ed by law, and 

“Whereas, certain state officers, including state board examiners, 
the state treasurer, state auditor andthe department of public works, 
acting ca purchasing bureau for the State, have interpreted their 
duties as prescribed by the legislature so as to infringe upon and 
Limit the Board of Regentsin the exercise of its constitutional 
duties to the detriment of the welfare of.:the University, ané 

"whereas, the Board of Regents denies the authority of the leg- 
islature, which is a co-ordinate constitutional body of the ; state 
| Scone to curtail the gabsolute exercise of its full discre- 


tionary powers in the purchase and sale of property and the 
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employment services, 

"Now, therefore, be it resolved, That the Regentsof the Uni= 
Versi ty hereby direct the executive officers and agents not to pay 
into the state treasury moneys coming into the hends of its treas- 
urer or other agent, any ur etendea law to the contrary notwithstand- 
ing, and the Board of Regents directs its agents, upon the sole 
authority of this Board, to buy or purchase anything necessary to 
carry out the providons of the act creating the institution, any 
pretended legislative acts to the contrary notwithstanding." 

The Board af Regen esenoar. Girect issue with all other. 
state officers, including the attorney general, and the proceeds of 
the sale of two condemned boilers were paid d&eectly into the Uni- 
versity treasury ERO aT aboT econ the University treasurere The 
attorney general brought aetion in the name of the state against ~ 
the Board of Regents. The supreme court hela that the Regents. 
could make purchases and enter into contracts for printing on be-= 
half of the Universi ty without the consent or action of the state 
boards. provided by statute. This decision was based upon the | 
territorial act creating the University as a separate entity, which 
corporate entity was noni nne / he constitution, including all 
ayn. immunities, franchises and. pCOmnen ee 

| it is interesting to note that the Idaho supreme court 
stated that the provisions of the constitution were essentially 
the same as those of Michigan and Minnesotas e 

It is evident, under this theory, that the proceeds of 
Federal land grants, all direct Federal appropriations, and all 
private donations are trust funds and are subject only to the con- 


ditions and limitations imposed by act of Congress or imposed by 
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the donors. Even the attorney general of Idaho admitted this 
facts... This Idaho decision, if followed in othe states, would 
prevent the carrying out of the provisions of a number of statutes 
which have been enacted. However, as practically all state uni- 
versities are compelled to go to the Legislature for additional 
appropriations Cate solenent their receipts from other sources, 
the advisability of a suit such as was brought in Idaho may well 
be questioned. Yet when bills are introduced providing limita- 
tions upon universities established and guaranteed certain powers 
by the state constitution, the attmtion of the legislators may 
well be called to the exact position’ of the state universities. 
There are certain advantages in the positition that has been 
taken in a number of states, that the University is in fact a 
- part of the state government and subject to the limitations in-~ 
posed upon other departments of the state government. Some 
years ago the Athletic Association of the University of Minne- 
sOta was sued by a spectator who was injured by the grandstand 
which collapsed at a football game. The funds of the Athletic 
Aas ciation were not deposited with the State Treasurer although 
all other funds of the state university were so deposited, yet 
the Supreme Court of Minnesota held that the Athletic Association 
was abranch of the University .and, therefroe, a part of the 
sovereign state, and hence implied that no action could be brought 
against the University through the courts of the state. (Gleason 
ve University, 104, Minn. 359). This precedent has been con- 
stantly Pollowed : in Minnesota by the lower courts, although 


no other case has ever reached the Supreme Court on this pointe 
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In the case of injury to students or other individuals, this pre- 
cedent, if sustained, places the University in a very advanta- 
geous position. The State Legislature, through its committee 

on ee reimburses Perera in the opinion of the Leg=- 
islature should be compensated for injury, but the University 

is never embarrassed by law suits. The same theory has been 
followed in cases of garnishment against the University. However, 
“it may well be questioned whether the Supreme Court, upon a 
proper submission of all the statutes and the facts in the case, 
can continue to take the position that the University, originally 
established as a separate corporation with the power to sue and. 
be sued, which powers were confirmed by the state constitution, 
is not now subject to suit the same as any other corporatione 

The situation then results, it appears to me, as follows: 

There may be certain technical arguments which can be 
advanced as in the Idaho case and in this manner state universi- 
ties might be freed from certain statutes which are embarrassinge 
I believe, however, that the university is decidedly better off 
if the conditions are allowed to multiply, making the University 
a part of the sovereign state, protected from suit, as is the 
state itself, and relying solely upon appropriations made by the 
state legislature and being ready and willing at all times to re=- 
port. its receipts and to submit to such examination as the state 
may see fit to impose upon the institution. If the univers ty 
does. not so conduct its affairs at all times so as to stand the 
scrutiny of state officials it can not expect to go to the state 
legislature and get the ever increasing appropriations which are 


necessary in these great and growing institutionse 
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A spirit of co-operation on the part of state officials 
who are sympathetic toward the university enables an institution 
to do business with great freedom, and it is our business to 


foster and develop this co-operation. 


of 
yh 





| f 37 
ECONOMIES IN BUSINESS ORGANIZATION AND OPERATIONS : 
By Mr. Carl E. Steeb, Business Manager, 
Ohio State University 

Seventeen years ago, the writer had the good fortune 
to make the pioneer trip of insrection to eight of tk State 
Universities in the Middle West, with a view to making a study 
a@ the business management of these Universities. 

It was during this trip that the idea of a group con= 
ference of business officers, such as we are enjoying today, was 
developed. 

| It may seem to: some of us that our business organ- 
izations have always operatec as they do today, and yet we have 
to go back less than twenty years to find the first traces of 
modern system in the conduct of the business affairs of our 
universities. 

Central Purchasing Departments, Receiving Departments, 
Warehouses, Inventories and standardized or uniform aceounting 
schedules, were practically unknown terms, when this group held 
.its first conference, 

Thé impetus and encouragement which the business offi- 
cers received from the early conferences of this organization 
did much to bring the new order of things aboute— 

The rapidity of the progress in the development of our 
business methods suggests caution. The problem confronting each 
and ..every University Business Officer today, is, how to keep 
the cost of the business operations down to the minimum, to the 
end, that every dollar possible may be used for the purpose for 


which it was appropriated, namely, education. 
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It is a very easy matter to add more and more detail in 
office records, to duplicate entries and reports, all of which 
means more personnel and additional noneonnel means, Of coursé,y 
increased pay roll expenses 

The test of a well organized businessoffice today is 
not the large number of employees and the thousand and one forms 
required to handle the work, but rather the small number of em- 
ployees with the simplest possible procedure. 

Economy in business operation means economy of time, 
as well as money. 

The business-system that can reduce the number of forms 
required, the number of operations necessary and still expedite 
matters safely along the route so that the final records will 
carry all the essentials, is the system that we must all wove 

It is common practice in all branches of the public, ser= 
vice to continually add new lines, to develop more detail to make 
it more difficult to handie simple matters. The duty of each 
University business officer is to make repeated studies of his own 
organization, and to be continually on the alert to find short cuts, 
to keep the exsential and to eliminate the non-essential. In other 
words, to expedite Pneeeae procedure with ease and exactness and 
avoid all unnecessary operations. 

In the matter of attempting to determine the economy of 
operation, it is not practical to compare costs of one University 
business office with another, for the reason that the lines of 
work carried on are not always the same. For example, in one 
University, the purchasing department buys all the building materi- 


mn Boe It would, therefore, be unfair to compare the cost of 
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operating the purchasing departments of these universities and 
then say that ~ne is more economically administered than the other. 

Much can be accomplished in the way of economy of admin- 
istration by the plan of organization. Centralization of responsi- 
bility and authority is one of the greatest factors in economy. A 
University, with all of its business affairs, including the Physical 
Plant, as well as the Business office, heading up into one organ- 
ization, can be more economically administered than a University 
with its business affairs divided among two or more divisions. The 
economy comes in the direct contact, the elimination of duplicate 
records and reports, the elimination of extra employees, and the 
great saving of time. 

May I illustrate by telling aay Hea Eee’ of the plan of 
organization at the Ohio State roe ate not that it is perfect 
by any means, but simply to show Mats by carefully rere our 
methods, we have been able to handle double the amount of business, 
collect fees from twice the number of students, with less persons 
on the office pay roll than formerly. 

We have, at Ohio State, a very simple but effective or- 
ganization which heads direct to the President of the University. 
(See chart attached hereto.) 

The President is the executive head of the University. 

The educational organization is earn as in most other universities. 

The Business Organization, with two main divisions, the 
Administrative Division and the Physical Plant Division, centers in 
the Business Managere | 


The Administrative Division is composed ofthe Purchasing, 


Stores and Receiving, and Accounting Departne nts, each with its 
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respective head. 

The Purchasing Department buys all supplies and equipment 
for the entire University, except building materials used in new 
construction contracts. The Purchasing Agent with two assistants 
is able to handle all of this work. 

The Stores and Receiving Department comprises the Ware- 
house, Laboratory Supply Store and the Receiving Department. The 
functions of the Warehouse and Supp}jy Stores are evident to alee 
The Receiving Department receives all materials of any kind whab 
soever and by its own trucks delivers regularly to the departments. 
This department approves all invoices, thus eliminating the ne¢es- 
‘“gity.of sending inv®Oices out to the various departments on instruc- 
tion for approval. This alone is a great factor in economy. bare 
saves the time and worry of the heads of the departments and insures. 
prompt payment of all invoices and the taking . advantage of all 
dissounts. 

The Accounting Department, under the Comptroller, is 
responsible for the general work of the Business Office, Tt t6am 
divided into four sections: | 

Ae Bursar's Section. Cashier, in charge, with onal 

assistante This section handles all student 
fees and receives all moneys due the University. 
B. Auditing Section. Auditor, in charge, with three | 
assistants. This section audits all invoices and a 
prepares all vouchers and pay rolls. 
C. Bookkeeping Section. Bookkeeper, in charge, with 
one assistante This section is-:responsible for 


the entire bookkeeping system, which is really 
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composed of three systems, the University, the 
State and the Federal. 

The necessity of continuity in classifications 
has compelled the continuance of the University 
systenie Due to the ever changing administration 

Me State Government, the State budget classifica-. 
tions are frequently changed, which eliminates 
their use for continuous University accountings 
The Federal Sieaeie ications are prescribed by the 
Federal Government and must be maintained. 

the triple system, however, does not complicate 
or add to the work, as the accounting procedure 
has been so designed that the one is a check: 
against the other, which insures accuracy and saving 
of much timee 

The University system is so designed that within 
two weeks after the close of the fiscal year, the 
data is in the hands of the printer, for the pub- 
lishing of the annual financial report. : 

D. Inventory Section. Clergy, in charge, with part time 
assistant. The work of this section consists. in 
keeping the Inventory Records,. which must balance 
with the records in the bookkeeping department. 
Physical checks of equipment in the departments are 


made at stated periods, 


# 42 


Another great. factor in introducing economy in the ad- 
ministrative affairs of Ohio State has heen the elimination, for 
the past five years, of departmental appropriations. An Appropri- 
ation Committee, consisting of administrative officers, is charged 
with the expenditure of all moneys appropriated by the State for 
equipment and supplies. 

The departments requisition for such supplies and equip- 
ment as they may need, regardless of money consideration. Lt. te 
up to the Appropriatior Coumittee to honor such requisitions as 
their judgment dictates, By this method, the keeping of depart= 
mental accounts by the heads of departments is eliminated, as is 
also the preparation and sending of monthly statements of cash 
balances to the departments by the Business Office, and the sub- 
sequent decking. The fundamental principle underlying this 
method is that the time of the Faculty should always be free far 
teaching and research, and that it.is the duty of the Administra- 
tion to furnish to the Education Departments such supplies and 
equipment as may be needed, without the worry to the professor 
of whether or not he has available funds. | 

Under the old method of appropriating annually to depart- 
ments, it . was found that frequently the entire appropriation was 
not actually needed, and, in order to prevent the Jlapsing of 
balances, umnecessary purchases were made. The new method does 
away with this. This method has provided a more egonomical and > 
better distribution in the purchase of supplies and equipment. 

The Physical Plant Division comprises two departments, 


the Department of Operation and Maintenance, and the Department 
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of Architecture 2nd New Construction. 

The President of the University, the Business Manager, 
the Superintendent of Operation and Maintenance and the University 
Architect comprise what is known locally as the Cabinet. The Pur-= 
chasing Agent is the secretory of the cabinet. 

The cabinet meets regularly on Tuesday and Thursday 
mornings, for the purpose of discussing and mssing on proposed 
repairs, improvements 2nd betterments of the Physicel Plante The 
Personne! of the cabinet will at once Suggest that each main de- 
partment of the business organization is represented, thus making 
it possible for each department to be thoroughly informed in ad- 

vance of all projects under consideration. While it is not 
always possible for the President of the University to be present, 
yet he is always kept informed, as the Secretary of the cabinet 
keeps s. careful record of aie “ony ee Eye of eoch meeting. Copies 
of the proceedings ore prepered immediately after the close of each 
meeting, 2nd furnished to each member of the cabinet. 
| By the rending of the minutes of the cabinet to the Bard 
of Trustees, the Trustees are also kept in direct touch with the 
work of the cabinet,cnd the general condition of the Physical Plante 
Experience h-s developed the fact that this cabinet 
hes been one of the grectest factors in helping with economy of 
administration. 

As strted above, one of the necessary economies in bus- 
iness operxtion is that of time. This element of time includes 
thet of the student, >s well as of the Instructional stiff sind 


employees. 
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The principal contact which the Business Office has with 
the student is in the collection of fees and laboratory deposits. 

At Ohio State, much study has been given to this subject, © 
with the one thought in mind, that of saving the time of the stu- 
dente With the elimination of each unnecessary operetion in the 
procedure of registration, nine thousand unnecessary operations 
would be saved; this mecns much in the saving of time. Out of 
our experience, we have now developed - registration pen taat calls 
for but one appearnnee of the student to the Cashier's window, end 
his registration is completed in so far as all payment of fees or 
laboratory. deposits is concerned. With the exception of two doys 
at each registration, when en extra wrson is required, one cashier 
and an assistant are able to handle all of the business. 

It may be worth while to take enough of your time to 
explain briefly how this new method works. 

All approved schedule cards are in the office of the 
University Registrar. From these schedule cards, the Registrar's 
Office prepares the officiel fée cards containing three portions. 
This fee card contains an itemized list of »11 fees to be paid, that 
is, tuition, matriculation, non resident or laboratory fees and 
deposits of every kinde 

This fee card showing the totel .mount to be paid, is 
wesented by the student to the cashier, with the necessary check, 
and is officially receipted by stamp. 

The student's portion of the fec card is returned to hin, 
the Registrar's portion is sent to the Registrar's Office and the 
Bursar or Cashier's portion is retained by the cashier. The dis- 


tribution of credit to the Stores, the Men's Union and the Women's 
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Union is made direct by the Comptroller from the Cashier's records. 
The above plin eliminates long standing lines. It eélim- 
inates the necessity of the student running from offiee to office. 
All of the detail is carried forward. in a regular orderly manner’. 
The operation of the Cabinet, the method of handling of 
‘Student fees and the Ae of the Appropriation Committee are men- 
tioned only to illustrate the point, of how necessary it is for 
each officer to be continually on the la@okout for improvements in 
procedure. LG Ls a fairly safe prediction to make, that changes 
in procedure which doaeee costs both in time and in money have 
not been well thought out, and should be avoided. 
When any University Business Officer reaches the time 
and place where he feels confident that his plan of organization 
aid business procedure is perfect, and no longer requires constant 
examination, revision and improvement, just at that time and -place 
has that Univers“ sy Business Officer lost his grip. He should 
step aside and .allow new blood and energy a chance to pull his 
organization out of the rut into which it has been mired. . 
in other words, an ideal organization and business pro- 
cedure tnat can stand, without occasional change, the test of the 
ever changing functions of a modern State University, will never 
be developed. | 
There is yet much to be done in the Simplifying of the 
business operations in our rapidly growing State Universities, 
The justification of this organizstion of Business Officers rests 
with its members. They must, at all times, be on guerd to re- 
sist the frills and added costs, and be ever ready and willing 
to pass on to others, any new ideas that have been thoroughly tested 


and proven successful. 
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THE UNIVERSITY BALANCE SHEET #46 


In his paper "Industries vs. Universities" read before 
this organization two years ago Bae oTnerie sor! a compari- 
son of elements common to each of these types of endeavor was 
presented as well as a statement of fundamental differences. 
Since financial affairs are common to both of these activities 
it might be thought that the balance sheet of a representative 
of each should be prepared on the same basis and for identical 
purposes. On account of the marked divergence between the 
purposes of these two types of organization it appears proba- 
ble that their balance sheets should not only be constructed 
on an entirely different basis but be drawn up for different 
purposes. 

Given a clear understanding with reference to the purpose 
of a corporation or an educational institution and a competent 
personnel committed to the accomplishment of their respective 
objectives, there yet remains the important task of securing 
and safeguarding the funds required to give effect to the 
plans and purposes of the respective organizations. In this 
respect there is a decided similarity between the needs of 
industry and education. Here, however, the resemblance ceases, 
for the usual purpose of the corporation is to preserve the 
capital sum and render it as profitable as possible to its 
owners, whereas the aone of a university, so far as its 
finances are concerned, is, or should be, to maintain the 


endowment funds entrusted to its care and to construct and 
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equip the buildings for which funds may be donated, in order 
that it may benefit the community in the greatest possible 
degree through its investigations and its teaching. 

In this day of specialization it is probably superfluous 
to call attention to the fact that, whatever the purpose for 
assembling funds, proper methods of administration shouid be 
instituted, and adequate methods of accounting employed. The 
latter should find expression from time to time through reports 
to boards of directors or boards of trustees, and finally, in 
the form of an annual report including a balance sheet, 4 
statement of inccme and expenditures, and comments on the 
various phases cf the financial aspects of the organization, 
and other matters of comparison and relationship that will 
clearly set forth matters of import and interest. 

It is of course a matter of common knowledge that there 
are two distinct tyvcs of educational institutions so far as 
the method of financing them is concerned, viz., state insti- 
tutions receiving the larger portion of their funds for both 
capital and operating expenditures through lesislative grants, 
and endowed institutions in which funds for capital purposes 
are derived almost entirely from gifts and bequests received 
at irregular intervals, and funds for operation are received 
in varying degree from student fees, from endowment income, 
and sometimes from gifts for current purposes. It naturally 
follows that the institutions in the former group as a rule 
receive the larger portion of their support from the state 
and have rather limited amounts of endowment funds; while 


those in the latter group not only have large endowments run- 
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ning into many Millions cf dollars, but are under the necessity 
of imposing on the student body a much higher tuition rate. In 
view of the foregoing circumstances it appears that the type 
of financial administration and accounting system employed in 
an endowed institution may differ considerably from the require- 
ments in an institution receiving in large degree state or 
national support. The greater complexity of the financial 
affairs of the endowed institution is naturally reflected in 
@ more complex balance sheet; subsequent statements with regard 
to the proper structure of balance sheets of endowed institu- 
tions may be fairly consicered, therefore, as applicable in 
principle, in large degree at least, to the balance sheets of 
institutions supported by state funds. 

Ic may be said that an endowed university represents 

financially a threefold activity: 

1) It is the trustee for large amounts of endowment 
funds to be safeguarded, the income to be disbursed 
in accordance with the terms of the several funds; 
sometimes simultaneously it is the trust company, 
the life tenant, and the remainder man. When the 
trust is carelessly administered, it is easily 
possible to dissipate the funds and to injure 
seriously the beneficiaries. 

2) It holds land, buildings, books, scientific appa- 
ratus and equipment, and furnishings, or funds for 
the foregoing purposes, all to be maintained and 
used in the conduct of the activities of the in- 
stitution. 

3) By means of these funds and holdings, together 
with the income from students and other sources, 
it conducts an institution in which the youth of 
the land may be educated, and important research 
carried on. 

In a properly designed system of accounting and bookkeeping a 


Clear differentiation of these activities should be borne in 


mind in order that reports may set forth accurately and simply 


a true financial picture of the organization. 

The conditions stated require not only a type of account- 
ing different from that normally required by a state institu- 
'.One but also one quite different from that which is entirely 
adequate for a commercial enterprise. .-Since commercial cor- 
porations are in the great ee it is not strange that 
the type of balance sheet employed by the ordinary auditing 
concern in reporting the results of its audit of the financial 
records of an educational institution is predicated on the 
form usually employed in its report of a commercial corpora- 
tion. On account of the fundamental difference in the scope 
and purposes of the two activities, a balance sheet prepared 
on the basis usually employed for the purpose of showing the 
financial status of the ordinary business apnooratean not only 
fails to present a statement of the true condition of an edu- 
cational institution, but it may actually seriously misrepresent 
the situation. 

Presumably it is a commonplace to mention that accounting 
methods should be carried into eff det through the familiar 
system of double-entry bookkeeping, ee ere is a tendency 
in the conduct of educational institutions, of the end owed 
type at least, to minimize the importance of adequate and 
informing records. As evidence of the foregoing ‘statement the 
writer once inspected the records of an institution of learning 
reported to have had at that time an endowment of over two 
hundred thousand dollars, which did not include even the 
semblance of a ledger account or a systematic record to pro- 


tect either the institution or its treasurer. 
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The purpose of the balance sheet of the ordinary commer- 
cial corporation is to present a statement of the financial 
condition of the organization, including fixed assets, properly 
depreciated; current assets, properly evaluated; funded debt; 


; and capital stock and surplus. The 


current liabilities 
balance sheet of an educational institution should be presented 
not for the purpose of indicating what the institution is 
"worth", but for the purpose of indicating the funds for which 
it Meare con sible. It should account for (1) the endowment 
funds in investments or cash; (2) the amount of funds received 
for the various kinds of plant, and the expenditures of those 
funds without the application of depreciation to any of those 
assets; and (3) for the various funds for current purposes, 
reserves, and current liabilities; and it should show the 
various forms of the counterbalancing assets. Furthermore, it 
should be supported by schedules giving a complete analysis of 
the character of the items embraced in the several classifica- 
tions. 

Bee illustration of the foregoing there is presented on 
page 50 the balance sheet of Blank College in the form of the 
ordinary commercial balance sheet. This form was employed by 
a firm of chartered accountants and in all essential respects 
is identical with their official statement to the board of 
trustees. 

It will be noted that the "Assets" are said to be 
$7,735,160.79 with the "Liabilities" stated at a similar amount. 
It will be observed, however, that the actual Viabilities, be 


the "Current Liabilities" be considered as such, are only an 


insignificant portion of that amount, and that the remainder 

of the items under the caption "Liabilities" constitutes simply 
responsibilities, It would seem clearer to use the terms 
"Debit" and "Credit" and by the means of side heads indicate 
the real neture of the items included in the several groups. 

The first asset on the balance shect is "Cash", which 
surely is a current asset. It should be remembered, however, 
that cash may be held in any one of the three groups of activity 
previously mentioned as comprising the financial organization 
of an endowed educational institution. Attention will be called 
to this item later. 

The "Current Assets" appear to amount to a total of 
$223,604.10. Comment on this point will be made subsequently. 

| The accumulated cost of "Hducationalt Plant" amounts to 

$3 ,805,647.31 but it appears below that the amount for plant 
includes the investment of $333,067.32 of endowment funds in 
dormitory buildings. Of course the item cannot represent 
Simultaneously a portion of the plant and also a portion of 
the endowment investments and should have been excluded from 
the former classification. The total of the "Assets" is over- 
stated by this amount. 

"Investment of Trust Funds" is stated as being $3,795,909.38. 
On investigation it developed that of this sum, $978,747.76 con- 
stituted the assets of funds for building purposes and in the 
ordinary sense of the term was not 2 trust fund, but an item 
to be expend ed later for buildings and thus to become a portion 
of the "Plant" and the "Plant Capital". 


Turning to the "Liabilities" side of the statement it 


o ve 
appears that the "Current Liabilities" amount to $181,909.66. 
When compared with the current assets it appears that the latter 
are in excess about $42,000. The first two items, "Bills 
Payable" and "Accounts Payable", are undoubtedly current lia- 
bilities, elthough the first item might conceivably consist of 
@ borrowing for other than current purposes; such as for the 
purchase of a desirable investment pending the maturity of a 
loan due in the near future. "Tuition Prepaid" constituted 
income received in advance, and was not a liability, at least 
in the same sense-as the first two items, for ree students 
receive instruction the amount becomes. an earning of the 
College. The last two items, "Sundry Gifts for Special Pur- 
poses" and “Unappropriated Income from Trust Funds", were not 
liabilities in any sense but constituted funds to be used for 
any of the special purposes involved. On investigation it 
developed that in the second group there were items amounting 
to $34,598.26 that should have been classified among the endow- 
ments as explained later. 2 | 

"Gain on Securities" was set aside to guarantee to the 
amount stated losses of endowment investments. Failure to 
classify this account with the endowment funds in the Balance 
Sheet might suggest the possibility of its use for other pur- 
poses, thus possibly defeating the purpose for which the fund 
was established, 

In an institution of this kind the item "Surplus" would 
naturally consist of excess of income over expenditures and 
undoubtedly was exclusively the result of current operations, 


That is to say, it was unexpended income from general funds 
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and its service was to provide working capital to the extent 

of the amount accumulated. From this point of view the item 

in question might properly be included among the "Current 
Liabilities" in this form of the balance sheet, instead of 

being shown as a separate item,.as it was undoubtedly required 

to finance the "Current Assets" to the extent of the accumulation. 

Since there was an overstatement in the amount of "Educa- 
tional Plant" by the inclusion therein of the dormitories built 
with endowment funds, it was necessary arbitrarily and improper- 
ly to increase the "Plant Capital" by a like amount. 

In the group headed "Trust Funds" are included various 

' Kinds of endowment and building funds. ani latter of course 
are not trust funds in the same sense as the former, and 
accordingly should have been accorded separate treatment, al- 
though it is clear from the record that they were not considered 
as endowment funds, 

There is presented on page 21 a revision of the form 
employed by the chartered accountants. It will be noted that 
the items are classified into three groups in accordance with 
the theory of the threefold activity of the organization. 

On the "Credit" side the "Endowment Funds" are shown as 
$2,782,889.17, this amount including an item "Depreciation of 
Investments" $23,348.26 included in the original balance sheet 
in the item designated "Unappropriated Income from Trust Funds", 
Ths fund was set up for the purpose of guaranteeing against 
loss of endowment investments and is similar in purpose to 
"Gain on Securities", as previously mentioned. If these two 


funds were not included among the endowment funds and con- 


# 54 
Sidered inviolate as such, it would have been possible to use 
them for any other purpose of the institution, particularly so 
since only one bank account was carried, in which was deposited 
211 cash regardless of the group to which it belonged. 

Among the "Restricted Endowment Funds" was one of $250,000. 
entitled "Maintenance Fund for Academic Buildings" and designed 
to covér costs of maintaining buiidings to be constructed out 
of the building funds on hand. The income of this fund during 
the year was $11,250., which sum in the revised form is added 
tentatively to the principal of the fund since, under the con- 
ditions, the income was tc apply on the cost of maintaining 
buildings still to be constructed. Conceivably it might have 
been added to building funds, thus augmenting them pending the 
completion of the buildings. Under no conditions should it 
conservatively be used for current expenses previous to the. 
operation of the buildings to be constructed. 

The assets for the endowment funds would naturally consist 
of investments and cash; consequently investments and cash equal 
in amount to the endowments were arbitrarily allocated as the 
assets of the endowment funcs, as shown on the "Debit" side of 


the Balance Sheet.. 


The total endowment funds were - ~ ~ - $2,782,889.17 
anc the building funds were - - - - - 978,749.76 


$3,761, 638.93 








The total assets available for allocation to the endowment and 


building funds consisted of 


gels 


all of the investments amounting to - - - $3,702 ,699.68 
and pledges for building funds ~ - - - 3,209.70 
a total.off) =). =o) =r “coy “in eras 2 mie BB Oo, OOo 


The foregoing failed to account in full 
for the funds by - - ~ ~ - - - - 55,729 .55 
which was arbitrarily allocated to these 


funds from the cash on hand 


Total © os We Ser=tee =a. ore oy, el eee 





The cash and investments might have been distributed in the 
revised Balance Sheet to the funds in a variety of ways within 
the limits of the funds mentioned. The foregoing distribution 
of "Cash" absorbed of the total cash, 376, 102.99" al iepus 
$20,373.40, the balance Petes for current purposes. 

In the second group on the "Credit" side, ,"Plant Funds", 
are shown the total amounts received that had already been © 
expended for pliant items, and also the funds on hand still to 
be expended for plant assets. On the "Debit" side appear the 
items embracing the "Educational Plant" and also the assets 
of the funds yet to be expended. From the former has been 
deducted the cost of dormitories constructed from endowment 
funds for the purpose of showing that while "Buildings" | 
actually cost $2,702 ,305.92, funds to the extent of $333,067 .32 
were derived from a source other than "Plant Capital" and were 
considered as the investment of endowment funds. 

In the third group are placed items relating to the 
Current operation of the institution. “Sundry Gifts fon 
Special Purposes" and "Unexpended Income of Restricted Endow- 


ments", since presumably they were received in cash and could 
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properly have been expended only Tox the purposes designated, 
on any proper basis of trusteeship or account ing should be 
found in cash among the current assets. Unless the sum of 
$50,882.83 could be found in cash or investments among the 
current assets, one is forced to the conclusion that any por-— 
tion not so found had been improperly used. Since the net cash 
balence in the current account is but $20,373.40, it appears 
that from the special items mentioned there had been advanced 
unwittingly over $30,000. for purposes other than the ones for 
which the funds could properly have been used. 

An analysis of the cash items shows the following: 


Endowment Cash - simply the current 
form of a permanent fund - Or Me oe nan ein ieee 


Cash for "Special Purposes" as follows: 


"Sundry Gifts for Special 


Purposes" - = - = $11,494.54 
"Unexpended Income of Restrict- 
ed Endowment Funds" -. - 39, 388 .29 50 ,882 .83 
Total = phd ne CT eT ene leiok oer, )5: 
Less overdraft of cash for 
"General Purposes" - - - = 30,509.43 
Total cash balance ~- - Sy miei MORRO AI95 








This finding is contrasted with the first item among the current 
assets in the original balance sheet, to the effect that there 
were among the "Current Assets", "Cash" on hand amounting to 
$76,102.95. 

é It may seem captious to insist on such rigid adherence to 
the theory that the modern endowed educational institution is 
comprised of a threefold activity, speaking in terms of finance, 


but the logic of the situation renders any other viewpoint 


taal | 
untenable. 


As shown by the Balance Sheet - Revised Form A, page 21 - 


the direct "Current Liabilities" amount to - - $59,198.57 
This sum does not include the general account 
cash overdroft of - - - - - - ~ ~ 30 ,509.43 


shown as a deduction on the opposite side, 


which increases the liabilities to - - - 


$59 ,708 .00 





"Tuition Prepaid" and "Surplus" were 
required to finance the current assets. 

It is clear from the foregoing that , if but one bank 
account be employed, it is quite possible to use for operating 
expenses cash belonging to endowment funds, building funds, oF 
funds for special purposes. The use of two bank accounts for 
the purpose of segregating "Special" and "General" Funds Cash 
effectually prevents the misuse of cash balances. 

In order to present more clearly this differentiation 
there is shown a third form of Balance Sheet - Revised Form E, 
pace 22 - drawn up for the express purpose of accounting 
separately for the several types of cash balances. in the | 
first group are included all of the "Special Funds", that is, 
funds that may not be used for general purposes as shown on 
the "Credit" side. The form of the assets of these funds is- 
presented on the "Debit" side. These assets consist of invest- 
ments, cash, and pledges. 

In the second group are shown the "Plant" items: the 
amount of the capital received for such purposes and the ex- 
penditure for each class of asset. As buildings are construct- 


ed the accounts are carried in the first group and on completion 
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the amount of the "Building Funds" used for construction is 
transferred to "Plant Capital" and a similar amount is added 
to the "Plant" Assets. Assuming the completion of buildings 
at a cost exactly equaling the "Building Funds", there should 
be transferred from "Building Funds" to "Plant Capital" the 
amount in the "Building Funds" and to "Buildings" in "Educa- 
tional Plant" the cost of the construction which was carried 

among the "Special Fund" items during the course of construc- 
| tion. | 

Under the foregoing arrangement it is clear that the cash 
disbursements of funds of the "Special Funds® group should be 
limited to the purchase of investments, cost of construction or 
other capital items, and expenditures limited to the purposes 
for which gifts may be received or for the purpose for which , 
‘ restricted endowments were established. It appears clear there 
should be no cash included in the second group. 

The results of the current operations are shown in the | 
third group, "General Funds". It appears clear that, in order 
to secure the money represented by the "Current Assets", it 
was necessary for the institution to use its "Surplus" and 
the full amount of "Tuition Prepaid", to borrow from the bank 
the sum of $20,000., to use cash on hand belonging to special 
funds to the amount of $30,509.43, and still owe in the form 
of "Accounts Payable" the sum of $39,198.57. The current 
liabilities amount to $89,708. with no liquid assets with 
which to meet them. | 

Of the three forms of statement shown the first, drawn 


up on the commercial basis, fails utterly, in the opinion of 


ot 
the writer, to supply such information as is essential toa 
clear understanding of the situation. When an institution has 
sufficient cash to finance each of the various groups of 
activity, the second form presents the situation sufficiently 
clear for all practical purposes. Should an institution be 
so unfortunate as to find itself in the position of Blank 
College, the use of the third form of balance sheet possesses 
the virtue of presenting the financial condition in unmistaka- 
ble terms. 

some of the endowed institutions do not attempt to 
account in pace balance sheets for plant funds after the ex- 
penditures for ey purposes have been made. There is nothing 
illogical in nie practice since the expenditure of the fund 
for the EN dale pine rs which it was donated fulfils the institu- 
tion's obligation, and the right of the institution to hold 
or use the building or land of course does not rest on the 
method of accounting for the asset. Furthermore, the assets 
are, in general, in permanent form and could not be misapplied 
by dishonest officers. ee is no necessity of applying the 
principle of RE Rey ER es to such assets, since in any event 
there is no liability to stockholders or bondholders. Proba- 
bly nowhere is the depreciation of such assets treated as an 
operating cost, thus diminishing the annual amount for educa- 
tional purposes. At the same time a balance sheet constructed 
on the basis of the elimination of the fixed assets does not 
account in full for the tangible property of the institution 
as might easily be done , thus adding an element of completeness 


which the abbreviated form does not possess. 
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_ As an illustration of the abridged form mentioned, there 
is submitted the following recent balance sheet of an eastern 
institution; 


BALANCE SHEET, JULY 31, 19__ 


Assets 
Investments (see Endowment Liles 
contra) - - $11 ,892 , 363.25 eo 
Cin OS 245,420.95 $12,137,784.20 
Liabilities 
Endowments - - = - - $11,892,363 .25 


Uninvested Funds $160 ,933.64 


Sundry Net Tem- #03 
porary Credits 64,437.31 245,420.95 $12,137,784 .20 


In passing, it might be desirable to comment on certain 
aspects of the statement presented. The investments appear to 
be endowment investments, but examination of another statement 
in the report devdops the fact that the investments producing 
income for various kinds of operating expenses 
aepregate — © + *# = = = « ‘= © $10,991 ;563.25 
with other items as follows: 


“Investments - Income not a part 
of University Income: 


Preeytis tea ~ $ 25,000.00 

Fire Loss for Buildings 347,600.00 

Building Funds - ~ 528,200.00 900 ,800 .00 
Total een aor Ma Faison Ld OOD One: 








If the connotation of the terminology employed coincides 
with the significance ordinarily attached to the items mentioned, 
the endowments in the balance sieet are overstated by approxi- 


mately $900,000. 
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‘Another singular feature consists in the fact that the 
investments and endowments are shown at the same amount , there 
being no uninvested cash on hand. This of course may be 
possible, but SO unusual as to call for comment . it is 
possible since no analysis is presented that some portion of 
"Uninvested Funds" may consist cf endowment funds, the cash 
for which appears in the item "Cash". Any such accounting for 
endowment funds would seem illogical since endowments consist 
of both investments and cash and not investments alone. 

The item "Sundry Net Temporary Credits" presents an in- 
teresting subject of conjecture. The "Disbursements" for the 
year exceeded the "Income", as shown by another statement , by 
$196 602.38. In ender erat the arenes mentioned might amount 
to $84,437.31 at the close of the year, it is obvious that 
these credits at tne beginning of the year were greater by. 
the excess of expenditures over income , or the balance at the 
beginning of the year plus accretions during the year amounted 
to the excess of expenditures, as stated, plus the balance at 
the close of the year. No analysis is presented in illumina- 
tion of, this condition. 

In order to secure a clear conception of the condition 
of this institution with reference to the allocation of the 
cash between the endowment: plant, and current funds, it is 
obvious the balance sheet should be drawn up on the basis of 
Ra eenOn the Revised Balance Sheets for Blank College, em- 
ploying preferably the particular form required by circum- 


stances. 
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Previously, attention has been called to the marked 
agifference in the financial conditions of state institutions 
as compared with endowed institutions. Since in large degree 
the funds of the former are derived from appropriations by 
legislatures, it naturally follows that the financial reports 
of state institutions deal very largely with statements of 
receipts and disbursements rather than presenting at the out- 
set a balance sheet accounting for the various funds, followed 
immediately by schedules and tables in amplification of the 
initial exhibit. As the writer has not had the opportunity 
of interviewing officers responsible for the annual reports 
of state institutions, it might seem ungracious to comment on 
the forms and terminology employed. 

To one who is acquainted with the balance sheets of 
commercial enterprises and endowed institutions, several ques- 
tions arise with respect to the balance sheets of state insti- 
tutions. These questions, of course, do not apply to all in- 
stitutions, but arise from an examination of the reports of 
several. 

The term "Trust Funds" in the balance sheet in some in- 
stances appears to embrace what in an endowed institution would 
be called "Endowments", "Unexpended Income from Endowments for 
Restricted Purposes", and "Funds for Special Purposes". It 
will be observed. that the accounting makes no differentiation 
between those funds which are permanent and those that may be 
used in accordance with the inherent conditions of the several 
funds. 


The amount received from the state legislature for capi- 
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tal purposes is sometimes designated "Surplus Invested in 
Plant", Since the legislature undoubtedly made appropriations 
for capital purposes, and since "Surplus", generally speaking, 
is a term employed to represent excess of income over expendi- 
tures, the use of the term "Plant Capital" would seem more 
appropriate. 

In one balance sheet is shown an item, "Contingent Lia- 
bilities". Examination of a subsequent schedule indicates that 
these liabilities consist of the unexpended portions of appro- 
priations made by the legislature under specific house bills. 
Ordinarily, a contingent liability does not appear in a 
balance sheet, but is indicated by a footnote to the balance 
sheet indicating the nature of the liability, 

Arother balance sheet carried the designation, "Invest- 
ment Liabilities". A subsequent schedule indicates that this 
embraced "Endowment Funds for General Purposes", "Endowment 
Funds for Designated Purposes", "Endowment Funds for Estimated 
Purposes", and "Trust Funds", the last of which appears to be 
such as would normally be classed as "Building Funds". The 
unused income of these funds amounts to about $34,000., which 
item does not appear in the balance sheet, at least in a form 
in which it can be recognized. In some cases "Deposit Funds" 
are shown among the "Trust Funds", although it is conceivable 
that the institutions may be called upon to return these funds, 
and to that extent they constitute a current liability. 

| The form of balance sheet employed in any organization 
frequently exhibits the personal preference of the person 


responsible for it. In any event, however, the nomenclature 
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and forms may readily be made to lend themselves to conven- 
tional forms of expression, so that an examination of the 
balance sheet may convey to the interested person complete in- 
formation without requiring the necessity of further inquiry. 
Since the balance sheet of a state institution represents an 
organization differing greatly from that of a commercial 
enterprise or an endowed institution, the writer suggests the 
possibility of a comparative study of balance sheets of state 
institutions for the purpose of developing standard terminol- 
ogy and forms. This subject perhaps could be designated as 
worthy of a separate paper at some subsequent meeting. 

It affords the writer great pleasure to refer tie men= 
bers of the Association not only to the discussion of the 
balance sheet and illustrations thereof appearing in Mr. 
Arnett's book entitled "University and College Finance", but 
also to many other Pehers of great interest to fiscal offi- 


cers of eaucational institutions. 


N. C. Plimpton, Assistant Auditor 
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Current : 
Cash in Bank " 


Inventories 
Books, St 
General & 
Grounds, 


Accounts ee | 
Students 


Unexpired Insu 


Educational Plant 


Land 
Buildings 
Equipment and 


Investment of Trus 
Investments 
Dormitory Buil 


{included 
Pledges Receiv 

















ASSETS 


Current 
Cash in Banx and on hand 


Inventories 
Books, Stationery, etc. 
General Supviies 
Grounds, Stable and Farm 


Accounts Receivable 
Students and Employees 


Unexpired Insurance 


Educational Plant 


Land 
Buildings 
Equipment and Books 


Investment of Trust Funds 


Investments 

Dormitory Buildings 
{included above) 

Pledges Receivable 


365,342.00 
2,702, 305.92 


(Bie ES, 


3,369, 632.36 
333,067 -32 


3,209.70 


(Original Form) 


BLANK COLLEGE 


76,102.95 


85,864.21 


4,764.63 
Psst aes 


223,604.10 


3,805,647.31 


3,705,909. 38 


7 735,160.79 








JUNE 39, 19___ 


LIABILITI“S 


Current 


Bills Payable 
Accounts Payable 
Tuition Prepaid 


Sundry Gifts for Special Purposes 
Unappropriated Income from Trust Funds 


Gain on Securities 
Surplus 
Plant Capital 


From General Funds 
From Trust. Punds (per contra) 


Trust Funds 
Endowment - General 


Endowment - Restiicted 
Building Funds 


3,472,579.99 
333,067.32 


1,641,747.68 
1,085,411.94 


978,749.76 


(Criginal Form) 


20,000.00 
39,198.57 
375250009 
11,494.54 
73,986.55 
181,909.66 
972 ViSe8 


20, 563.15 


3,805, 647.31 


3,705, 909.39 


7,735,160.79 


Endowment Assets 


Investments of 
Endowment Cash 





Plant Assets 


Educational Pl 
Uf. 
Buildings 

Less dormi 
Outing tr 
ment Fund 
Equipment a 








Building Fund 
Investments 
ing and E 
Funds pen 
struction 
Pledges 


urrent Assets 
ete 


inventories 


Special Pur 
General Pur 
Overdr: 


DEBIT 





Endowment Assets 


Investments of Endowment Funds 
Endowment Cash 


Plant Assets 


Educational Plant 
Land — 
Buildings eared Oat saa! Ps 
Less dormitory 
puilt from Endow- s 
ment Funds 333,067.32 
Equipment and Books 


Building Fund Assets 
Investments of Build- 
ing and Equipment 
Funds pending con- 


struction 975,540.06 
Pledges ee ee ia! 


Current Assets 


inventories 

Accounts Receivable 

Unexpired Insurance 

Cash 

Special Purposes 590,882.33 

General Purposes 3- 
Overdrart 30,509.43 


(Revised Form A) 


2 727,159.62 


2 5129.55 


365, 342.00 


2, 369,238.60 


(EV ESE CR Sy. 


35472,579 -99 


978,749.76 


55,364.21 
4,764.63 
56,372.31 


20,373.40 


| 
| 
| 
BLANK 


| 
| 


BALANCE SHEET 


2.750, 859.17 


ADs cd =o 


167,874.55 





7 402,093.47 








COLLEGE 
JUNE 30, 19-— 





CREDIT 
End owment Funds 
General - SS | 
Restricted | 
Depreciation of Investment 23, 378.26 
Gain on Securities ee fe = a ee, 


Plant Funds 


Capital - already disbursed 
for fixed assets 


Building Funds - amount still 
to be expended for plant 
assets 


Current Funds 


sundry Gifts for Special 

Purposes . 11,494.54 
Tnexpended Income of . 

Restricted Endowments 39, 388.29 
Current Liabilities ; 


Bills Payable 20,000.00 

Accounts Payable 39,198.57 
Tuition Prepaid Oo ee 
Surplus 


(Revised Form A) 


~ Jd 
ais 


1,391,747 .68 
1,346, 661.94 


44,479.55 


3,472,579 -99 


978,749.76 


50,882.83 


59,198.57 
37,230.00 


20,563.15 
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2, 782,889.17 


4,451,329.75 


167,874.55 


7,402,093.47 


—————— SSS 





Endowment Assets 
Investments 
Cash on hand 


Building Fund Asse 
Investments 
Pledges 


Sundry Gifts - Cas 


Unexpended Income 
(Of: the Speci 
$30,509.43 w 


Current Purpo 


Educational Plant 
ics ie 
Buildings 

Less dormit 
puilt from 
- ment Funds 


Equipment and 


Current Assets 
Inventories 
Accounts Receiv 
Unexpired Insur 


DEBIT 





Special] Funds 


Endowment Assets 
Investments 


2,727,159.62 
Cash on hand 


55,729.55 2,782,889.17 





Building Fund Assets 
Investments 


975,540.06 
Pledges 


3,209.70 978,749.76 


Sundry Gifts - Cash 11,494.54 


Unexpended Income - Cash 39, 388.29 
(Of the Special Funds Cash 
$30,509.43 was used for 

Current Purposes) 


— aermenaan,«, 


Plant 


Educaticnal Plant 
Land 
Buildings 
Less dormitories 
built from Endow- 
- ment Funds 


Equipment and Books 


: : 365, 342.00 
2,702, 305.92 | 


333,067.32 2,369,238. 60 
737.999 .39 


General Funds 


Current Assets 


Inventories 85,864.21 
Accounts Receivable 4,764.63 
Unexpired Insurance 56,872.31 





BLANK COLLEGE 
BALANCE SHEET JUNE 30, 19—— 


CREDI' 
Special Funds 


Endowment Funds 


1, 391,747.68 


General C 
Restricted ~ 1,346, 661.94 
Depréciation on 

“Investments ~ 23, 348.26 


Gain on Securities aloes 


Building Funds 
sundry Gifts for Special Purposes 


Unexpended Income of Restricted Endowments © 


3,812,521.76 
Plant 





lant Capital 


4,4 /2,079-99 
Gene ee 
Current Funds and Liabilities 


Surplus 
Tuition Prepaid 


Bills Payable 20,000.00 
Cash Overdraft 30,509.43 
Accounts Payable 39,198.57 


147,501.15 





7,432, 602.90 
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2, 782,889.17 
978,749.76 
11,494.54 


— 39 ee 


3,472, 579299 


20,563.15 
37,230.00 


89,708.00 


(Revised Form B) 


3,812, 521.76 


3,472,579-99 


147,501.15 
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